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,QUHFHQW\HDUV WKHFRQFHSWRI LQFRPHVWDELOLVDWLRQKDV
UHFHLYHGDJUHDWGHDORIDWWHQWLRQIURPSROLF\PDNHUVLQWKH
(XURSHDQ8QLRQ(80HXZLVVHQet alD2ZLQJWR
LQFUHDVHG OLEHUDOLVDWLRQ DQG JOREDOLVDWLRQ (8 IDUPHUV DUH
LQFUHDVLQJO\H[SRVHGWRFRPSHWLWLRQDQGSULFHYRODWLOLW\RQ
DJULFXOWXUDOPDUNHWV WKDW DUH FDXVLQJ ORVVHV LQ LQFRPH7R
KHOSIDUPHUVFRSHZLWKLQFUHDVHGLQFRPHYRODWLOLW\DQGRWKHU
ULVNV LQFRPHVWDELOLVDWLRQPHFKDQLVPVDUHJUDGXDOO\EHLQJ
LQWURGXFHG LQ WKH (8 2QH VXFK DWWHPSW LV WKH (XURSHDQ
&RPPLVVLRQ¶V (& SURSRVDO IRU DQ LQFRPH VWDELOLVDWLRQ
WRRO,67WKDWFRXOGEHLPSOHPHQWHGE\0HPEHU6WDWHVLQ
RUGHU WR SURYLGH VXSSRUW WR IDUPHUV H[SHULHQFLQJ D VHYHUH
LQFRPHGURS(O%HQQLet al+RZHYHU(O%HQQLet 
alDOVRVHHWKHSRVVLELOLW\RIWKH,67EHFRPLQJDQHZ
WUDQVIHU LQVWUXPHQW KDPSHULQJ VWUXFWXUDO FKDQJHV LQ IDUP
LQJ7KLV FRQVLGHUDWLRQ UDLVHV WKH QHHG IRUPRUH HPSLULFDO
UHVHDUFK WR LPSURYH RXU XQGHUVWDQGLQJ RI WKHPHFKDQLVPV
RI IDUP LQFRPHYRODWLOLW\ DQG SRVVLEOH LQGHPQL¿FDWLRQ IRU
LQFRPHULVN
,QWKHODXQFKSKDVHRIDQHZULVNPDQDJHPHQWWRROLWLV
QHFHVVDU\WRDVVHVVLWVSRVVLEOHH൵HFWVDWWKHDJJUHJDWHVHF
WRU OHYHO IURP GL൵HUHQW YLHZSRLQWV:KHQ HYDOXDWLQJ ,67V
IURPDSROLF\PDNHUSHUVSHFWLYHSDUWLFXODUHPSKDVLVLVXVX
DOO\ODLGRQDFWXDULDOHYDOXDWLRQVJRYHUQPHQWFRVWVLPSDFWV
RQ RSWLPDO IDUP SURJUDPPHV DQG RQ WKH LGHQWL¿FDWLRQ RI
SRWHQWLDOEHQH¿FLDU\JURXSVRIIDUPHUV)LQJHUDQG(O%HQQL
D
7KUHH PDLQ PHWKRGRORJLFDO VWUHDPV WR DQDO\VLQJ ,67V
DQGULVNPDQDJHPHQWWRROVFDQEHIRXQGLQWKHOLWHUDWXUH7KH
¿UVW LV WKHPDWKHPDWLFDOSURJUDPPLQJ03DSSURDFK)RU
H[DPSOH /LHVLYDDUD et al  DSSOLHG OLQHDU SURJUDP
PLQJDVDSDUWRI ,67DQDO\VLV LQ)LQODQG WRH[SODLQ IDUP
HUV¶ DFWLRQV 7XUYH\  XVHG GLVFUHWHVWDWH VWRFKDVWLF
SURJUDPPLQJ PLQLPLVLQJ WKH VHFRQG PRPHQW YDULDQFH
0DU\ et al. D DSSOLHG G\QDPLF VWRFKDVWLF SURJUDP
PLQJ7KHUHDUHDOVRVWXGLHVXWLOLVLQJSRVLWLYHPDWKHPDWLFDO
SURJUDPPLQJ HJ&RUWLJQDQL DQG6HYHULQL  DQG WKH
TXDGUDWLFSURJUDPPLQJSDUDGLJPHJYDQ$VVHOGRQNet al
,QPRVWFDVHVRSWLPLVDWLRQLVSHUIRUPHGDWWKHOHYHO
RIDZKROHIDUPPRGHO LQRUGHU WR LQYHVWLJDWHKRZDQ,67
D൵HFWVDVSHFL¿FIDUPUHSUHVHQWDWLYHIDUPRUIDUPW\SHYDQ
$VVHOGRQNet al(O%HQQLet al7KHVHFRQG
PRVWFRPPRQDQGDOVRPRVWZLGHO\DSSOLHGDSSURDFKLVVWR
FKDVWLFVLPXODWLRQPRGHOOLQJEDVHGRQ0RQWH&DUORVLPXOD
WLRQV0&6HJ0DMHZVNLet al.LPXUDDQG$QWRQ
 )LQJHU DQG(O%HQQL D7KH WKLUG DSSURDFK LV
WR DQDO\VH GDWD VHULHV ZLWK UHJUHVVLRQEDVHG HFRQRPHWULF
DSSURDFKHVHJ3LJHRQet al.(O%HQQLet al
/RQJHQRXJKGDWDVHULHVDUHHVVHQWLDOIRUWKLVW\SHRIDQDO\
VLV
7KHPDLQGL൵HUHQFHEHWZHHQVWXGLHVDQDO\VLQJULVNLVVXHV
DQG WKRVH GHDOLQJZLWK LQGHPQL¿FDWLRQ LV WKHLU IRFXV7KH
SXUSRVHRIWKH¿UVWJURXSLVWRWHVWDQLQVXUDQFHSURJUDPPH
DWWKHOHYHORIDIDUPRUIDUPW\SHHJ7XUYH\ZKLOH
WKH VHFRQG LV WRDQDO\VH WKHH൶FLHQF\RISRWHQWLDO LQFRPH
VWDELOLVDWLRQ WRROV DW WKH VHFWRU OHYHO HJ (O %HQQL et al
WKLVDOVRGHWHUPLQHVZKDWNLQGRIGDWDDUHDSSOLHG
%RRNNHHSLQJ GDWD IRU ODUJH VHWV RI DJULFXOWXUDO KROG
LQJVDQG\HDUVDUHFRPPRQO\XVHGIRUVSHFLI\LQJSRWHQWLDO
LQGHPQL¿FDWLRQZLWKLQ ,67V (O%HQQLet al +RZ
HYHUIDUPOHYHOGDWDDUHFOHDUO\QHHGHGWRVWXG\RUFDOFXODWH
LQGHPQLWLHV DW WKH IDUP OHYHO DQGPRVW VWXGLHV LQ WKH(8
HJ0HXZLVVHQet alD9UROLMNDQG3RSSHGHOO¶
$TXLODDQG&DPLQR/LHVLYDDUDet al0DU\et 
alD3LJHRQet al.XVH)DUP$FFRXQWDQF\'DWD
1HWZRUN)$'1GDWDIRUDQDO\VHVRI,67VDWWKHIDUPDQG
VHFWRU OHYHO 7KH DLP LV QRUPDOO\ QRW WR DQDO\VH LQFRPH
ORVVHV DW D SDUWLFXODU IDUP DV DQ LQVXUDQFH SURGXFW EXW WR
DQDO\VH WKH VLWXDWLRQRQ D VDPSOHRI IDUPV7KLV DSSURDFK
DOORZVLQYHVWLJDWLRQRIWKHGL൵HUHQFHVDFURVVIDUPLQJW\SHV
VL]HVDQGRWKHUIDFWRUVWKDWPD\LQÀXHQFHLQGHPQL¿FDWLRQRI
WKHIDUPHUWKURXJKWKH,67(O%HQQLet al
-DQRZLF]/RPRWW DQG /\VNDZD  VWUHVV WKDW WKH
)$'1WRRO LVQRWGLUHFWO\DSSOLFDEOH LQ LQVXUDQFHVFKHPHV
GXH WR LWV VHOHFWLYH DSSOLFDWLRQ DVZHOO DV VRPH WHFKQLFDO
REVWDFOHV7KH\DUJXHWKDWHLWKHUDFRPSUHKHQVLYHDFFRXQW
LQJV\VWHPRUDUHIHUHQFHLQFRPHV\VWHPQHHGVWREHLPSOH
PHQWHGDWIDUPOHYHO0HXZLVVHQet alEVWUHVVHGWKH
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$QDO\VLVRILQGHPQL¿FDWLRQRILQFRPHULVNDWVHFWRUOHYHO
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QHHGIRUHQKDQFHPHQWVRIWKH)$'1V\VWHPWKDWZRXOGHQD
EOHEHWWHUDQDO\VHVDQGUHVSRQVHVWRIDUPOHYHOULVNPDQDJH
PHQWFRQFHUQV/LHVLYDDUDet al QRWHGWKHWZR\HDU
WLPH GHOD\ EHWZHHQ FXUUHQW DQG UHDGLO\ FDOFXODWHG )$'1
UHVXOWVZKLFK LV DOVR DGUDZEDFNRI WKH&DQDGLDQ VFKHPH
.LPXUD DQG$QWRQ %XW WKHVHSRLQWV DUH LPSRUWDQW
ZKHQWKHDSSURDFKLVVXSSRVHGWREHDEDVHOLQHIRULQGHP
QL¿FDWLRQRQDSDUWLFXODUIDUPZKLFKLVQRWWKHFDVHLQWKLV
VWXG\
7KHDSSURDFKRIDQDO\VLQJLQFRPHULVNVIDFHGE\JURXSV
RIDJULFXOWXUDOKROGLQJVGL൵HUVVLJQL¿FDQWO\IURPWKDWRIHVWL
PDWLQJDFWXDOORVVHVRILQFRPHDQGFDOFXODWLQJLQGHPQLWLHV
IRU D VSHFL¿F KROGLQJ ,Q WKH ODWWHU FDVH IDUPOHYHO ERRN
NHHSLQJGDWDDUHQHFHVVDU\$QLPSRUWDQWDVSHFWRIFDOFXODW
LQJLQGHPQLWLHVLVRIFRXUVHWKHEDVHOLQHIRULQGHPQL¿FDWLRQ
5HIHUHQFH ± EDVHOLQH LQFRPH LV XVHG WR LGHQWLI\ ZKHWKHU
DQGWRZKDWH[WHQWDIDUPHUZLOOEHLQGHPQL¿HGIURPVXFKD
VFKHPH)LQJHUDQG(O%HQQLDDQDO\VHGLQGHWDLOWKH
LQÀXHQFHRIGL൵HUHQWUHIHUHQFHLQFRPHVRQFRVWVDQGWKHGLV
WULEXWLRQRISRWHQWLDOJRYHUQPHQWVXSSRUWLQVXFKDQLQFRPH
VWDELOLVDWLRQVFKHPH
,QWKLVSDSHUDQDOWHUQDWLYHDSSURDFKWRLQFRPHORVVDQG
LQGHPQL¿FDWLRQDQDO\VLVLVSURSRVHGWKDWLVEDVHGRQWKH,QWH
JUDWHG$GPLQLVWUDWLRQDQG&RQWURO6\VWHP,$&6GDWDEDVH
=JDMQDUXVHGWKLVDSSURDFKWRLQYHVWLJDWHWKHOHYHORI
LQFRPHULVNDQGULVNLQHVVRIGL൵HUHQWIDUPSURGXFWLRQW\SHV
$VLPLODUDSSURDFKZDVDSSOLHGE\=JDMQDULQRUGHU
WRDQDO\VHLQFRPHULVNVLQWKH6ORYHQLDQSLJVHFWRU,QWKLV
SDSHUWKHIRFXVLVRQWKHSUREDELOLW\DQGDPRXQWRILQGHPQL
¿FDWLRQIRUGL൵HUHQWIDUPSURGXFWLRQW\SHVDQGVL]HV:KLFK
SURGXFWLRQW\SHVZRXOGEHWKHPDLQEHQH¿FLDULHVRIVXFKDQ
,67LQ6ORYHQLDDUHH[SORUHGDVLVWKHDPRXQWRILQGHPQL
¿FDWLRQDWERWKWKHIDUPJURXSDQGVHFWRUOHYHOWDNLQJLQWR
DFFRXQWGL൵HUHQWOHYHOVRISUREDELOLW\RIVHYHUHLQFRPHORVV
7KHVRXQGQHVVRIWKHDSSURDFKRIXVLQJ,$&6GDWDWRVWXG\
LQGHPQL¿FDWLRQLVDOVRWHVWHG
,QWKHQH[WVHFWLRQRIWKLVSDSHUWKHPRGHOOLQJDSSURDFK
LV EULHÀ\ SUHVHQWHG DQG WKLV LV IROORZHG E\ D GHWDLOHG
GHVFULSWLRQ RI KRZSRWHQWLDO LQGHPQLWLHV DUH HVWLPDWHG IRU
HDFK JURXS RI EHQH¿FLDU\ IDUPV 7KHQ DJJUHJDWHG UHVXOWV
UHJDUGLQJWKHSUREDELOLW\RILQFRPHORVVDQGLQGHPQLWLHVDW
WKHIDUPOHYHODUHSUHVHQWHG$URXJKHVWLPDWLRQRISRWHQWLDO
LQGHPQLWLHV LV DOVR JLYHQ LQGLFDWLQJ WKH PDLQ EHQH¿FLDU\
JURXSVLQWKHVHFWRU7KHSDSHUFRQFOXGHVZLWKDQDVVHVVPHQW
RIWKHUHVXOWVREWDLQHGDQGWKHDSSURDFKDSSOLHG
'DWD GHVFULSWLRQ DQG FRQFHSWXDO
DSSURDFK
7KH DQDO\VLV UHSRUWHG KHUH IRFXVHV RQ LQGHPQL¿FDWLRQ
WKURXJKWKHSRWHQWLDO,67WKHSULPDU\LQWHUHVWEHLQJLQWKH
H[WHQW DQG SUREDELOLW\ RI LQGHPQL¿FDWLRQ IRU HDFK EHQ
H¿FLDU\ JURXS RI IDUPV ,W DGGUHVVHV WKH IDUP VHFWRU DQG
QDWLRQDOOHYHOVDQGHPSKDVLVLVSXWRQVHYHUHLQFRPHORVVHV
JUHDWHU WKDQ  SHU FHQW RI DYHUDJH LQFRPH DQG SRWHQWLDO
LQGHPQL¿FDWLRQ
2QWKHVXSSO\VLGHYHU\VLPSOHORJLFLVDSSOLHG1RDGGL
WLRQDOFRVWVRISDUWLFLSDWLQJLQVXFKDQ,67DUHFRQVLGHUHG
VLQFHWKH\SOD\QRUROHLQWKHFXUUHQWµPRGHOOLQJORJLF¶7R
FRPSHQVDWH IRU WKLV VLPSOL¿FDWLRQ DGGLWLRQDO ORJLF VLPX
ODWLQJ IDUPHUV¶ GHFLVLRQVZDV LQFRUSRUDWHG LQWR WKHPRGHO
1DPHO\ WKH GHFLVLRQ WR EX\ DQ LQVWUXPHQW IRU ULVN µVKDU
LQJ¶ LVVWURQJO\FRQQHFWHGWRULVNDYHUVLRQ7KLV LVDUDWKHU
FRPSOH[SURFHVV WKDWGHPDQGVDQHVWLPDWLRQRI WKHFRH൶
FLHQWRIULVNDYHUVLRQDWWKHIDUPOHYHO0DU\et alE
VROYHGWKLVLVVXHE\XVLQJWKHDYHUDJHUHODWLYHULVNDYHUVLRQ
FRH൶FLHQW EXW RZLQJ WR WKH ODFN RI LQIRUPDWLRQ DQG IXQ
GDPHQWDOO\GL൵HUHQWPRGHOOLQJSDUDGLJPLQ WKLVFDVHVXFK
DQDSSURDFKZDVQRWDSSOLFDEOH+RZHYHU WKHPRGHOGRHV
HQDEOH WKH WKUHVKROG LQFRPH WR EH VHOHFWHG WKLV EHLQJ DQ
LPSRUWDQWLQGLUHFWIDFWRULQÀXHQFLQJWKHGHFLVLRQRIZKHWKHU
RUQRWWREX\DULVNPDQDJHPHQWWRRO
7KH VLPXODWLRQPRGHO LV EDVHGRQ WKH6ORYHQLDQ ,$&6
GDWDEDVHIRUWKHSHULRGDQGLQFOXGHVIDUPV
WKDW DSSOLHG IRU&RPPRQ$JULFXOWXUDO3ROLF\ &$33LOODU
SD\PHQWVDQGSD\PHQWVIRUOHVVIDYRXUHGDUHDV/)$LQ
WKDWSHULRG,QWKLVZD\LQIRUPDWLRQZDVDFTXLUHGUHJDUGLQJ
WKHIDUPV¶PDLQSURGXFWLRQDFWLYLWLHVDQGWKHH[WHQWWRZKLFK
WKH\ZHUHFRQGXFWHGRQDSDUWLFXODUIDUP3UHFLVHLQIRUPD
WLRQUHJDUGLQJUHYHQXHVIURPVXEVLGLHVDQGH[WHQWRIDUDEOH
DQGJUDVVODQGZDVDOVRREWDLQHG)URPWKHVHGDWDLWLVSRV
VLEOHWRLQIHURQWKHIDUPLQJW\SHDQGDSSUR[LPDWHO\HVWLPDWH
SURGXFWLRQ YROXPHV \LHOGLQJ VRPH LQIRUPDWLRQ DERXW DOO
DJULFXOWXUDOKROGLQJVLQDSDUWLFXODUDJULFXOWXUDOVHFWRU7KLV
FODVVL¿FDWLRQDQGUHFRQVWUXFWLRQRIIDUPVZDVGRQHIRU WKH
VWXG\ E\5HGQDN  EDVHG RQ HVWLPDWHG VWDQGDUG RXW
SXWV 62PHWKRGRORJ\)DUPVZHUHGLYLGHG LQWR IDUP
W\SHVDQGHFRQRPLFVL]HFODVVHV7DEOH0RVWDUHVPDOO
IDUPV ZLWK D GLYHUVL¿HG HQWHUSULVH FRPSRVLWLRQ =JDMQDU

)RU WKHSXUSRVHRI WKLVVWXG\62VIRUHDFKDFWLYLW\DW
WKH IDUP OHYHOZHUH FDOFXODWHGEDVHGRQ DYHUDJHGDWD IRU
WKHSHULRGGHULYHG IURP LQWHUQDOGDWD VRXUFHV
SUHSDUHG E\ WKH$JULFXOWXUDO ,QVWLWXWH RI 6ORYHQLD .L6
7KHVHGDWDLQFOXGHLQIRUPDWLRQRILQSXWDQGRXWSXWSULFHV
RQPRQWKO\ EDVHV DQG DUH DSSOLHG IRUPRGHO FDOFXODWLRQV
.L6  )RUW\WZR EDVLF SURGXFWLRQ DFWLYLWLHV WKDW
FRXOG HQWHU IDUPV¶ SURGXFWLRQ SODQV ZHUH GH¿QHG 8VLQJ
WKHPHWKRGRORJ\SURSRVHGE\WKH(&5HGQDNDQG
FRQVLGHULQJWKHH[WHQWRIHDFKDFWLYLW\ IXUWKHU62VDW WKH
OHYHORIDJULFXOWXUDOKROGLQJZHUHFDOFXODWHG$QLPSRUWDQW
DVVXPSWLRQLQWKHDQDO\VLVZDVWKDWWKHSURGXFWLRQFKRLFH
UHPDLQV¿[HGDQGWKDWIDUPHUVFDQQRWDGGDGGLWLRQDOSUR
GXFWLRQDFWLYLWLHVWRWKHSURGXFWLRQSODQLQDSDUWLFXODU\HDU
VWDWH RI QDWXUH ,Q WKDW UHVSHFW LW LV D VWDWLF VWRFKDVWLF
DQDO\VLV
 7KH62RIDJULFXOWXUDOSURGXFWLRQPHDQVWKHPRQHWDU\YDOXHRIRXWSXWFRUUHVSRQG
LQJWRWKHDYHUDJHVLWXDWLRQDYHUDJHYDOXHVRYHUDUHIHUHQFHSHULRG
7DEOH  )DUP HFRQRPLF VL]H FODVV UDQJHV E\ VWDQGDUG RXWSXW
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6RXUFHRZQFRQVWUXFWLRQ
-DND=JDMQDU

6LPXODWLRQPRGHO
%HIRUH DQDO\VLQJ LQGHPQL¿FDWLRQ WKURXJK DQ ,67 WKH
LQFRPH RI HDFK IDUP LQ WKH VDPSOH KDG WR EH HVWLPDWHG
,QFRPH UHIHUV WR WKH VXP RI UHYHQXHV WKH IDUPHU UHFHLYHV
IURP WKH PDUNHW LQFOXGLQJ DQ\ IRUP RI SXEOLF VXSSRUW
GHGXFWLQJLQSXWFRVWV(&7KH¿UVWVWHSZDVWRJHQ
HUDWH VLPXODWHGGDWD UHJDUGLQJ UHYHQXHVDQGYDULDEOHFRVWV
IURPGLVWULEXWLRQVFRQVLVWHQWZLWKREVHUYHGSULFHVFRVWVDQG
\LHOG G\QDPLFV EDVHG RQ GDWD SUHSDUHG E\ WKH.L6 .L6
QDWLRQDOVWDWLVWLFVZZZVWDWVLDQGH[SHUWHVWLPDWHV
ZKLOHWDNLQJLQWRDFFRXQWWKHSLWIDOOVRIGDWDDJJUHJDWLRQRXW
OLQHGE\)LQJHU
7RVLPXODWHLQFRPHUHDOLVDWLRQ DWWKHIDUPOHYHOf LQ
GL൵HUHQWVLWXDWLRQVj HJGL൵HUHQWFRPELQDWLRQVRIULVNV
DVWDWLFVLPXODWLRQPRGHOEDVHGRQWKH0RQWH&DUORVLPXOD
WLRQSDUDGLJPZDVXVHG7KLVUHOLHVRQUDQGRPVDPSOLQJRI
YDOXHVIRUXQFHUWDLQYDULDEOHVLQFOXGHGLQWKHPRGHOEDVHG
RQ /DWLQ +\SHUFXEH VDPSOLQJ$QDO\WLF 6ROYHU 3ODWIRUP
)URQWOLQH6\VWHPV,QF,QFOLQH9LOODJH1986$ZDVXVHG
WRUXQWKHPRGHOLQ0LFURVRIW([FHO
$FKLHYHG LQFRPH  RQHDFKDJULFXOWXUDOKROGLQJZDV
FDOFXODWHGDV
ZKHUHFC
f
 UHSUHVHQWV¿[HGFRVWVSHU IDUP f  DVVXPHG WR
EHFRQVWDQWZLWKLQVLPXODWLRQVRIULVN7KH\ZHUHHVWLPDWHG
DWWKHOHYHORIHDFKDFWLYLW\LQWKHPRGHODVDUHODWLYHVKDUH
FC
A
 SO P
FC
  RI DQ DFWLYLW\¶V VWDQGDUG RXWSXW SO DQG
VXPPHGXSDW IDUP OHYHO FC
f
$GGLWLRQDOO\ VSHFLDO FDOL
EUDWLQJFRH൶FLHQWVg
f
ZHUHDGGHGWRDGMXVWWKH¿[HGFRVWVIRU
HDFKIDUPZLWKLQDSDUWLFXODUIDUPLQJW\SHWRUHÀHFWWKHWRWDO
WLOODJHDUHD7KLVKDVWREHGRQHVLQFHWKHVDPHUHODWLYHVKDUH
ZDVFRQVLGHUHGIRUSDUWLFXODUDFWLYLW\HJGDLU\DQGZDVLQ
WKDWUHVSHFWFDOLEUDWHGZLWKUHJDUGWRWKHVL]HRISURGXFWLRQ
DWHDFKIDUP
7KH FUXFLDO SDUW ZKHUH ULVN FRQVHTXHQFHV HQWHU WKH
PRGHOLVJURVVPDUJLQ DFKLHYHGDWWKHIDUPOHYHO
,WLVWKHVXPRIWKHJURVVPDUJLQVGM
ij
RIDOOnSURGXF
WLRQ DFWLYLWLHV RQ D KROGLQJZLWK GL൵HUHQW YDOXHV EHWZHHQ
VWDWHVRIQDWXUHj 7KHJURVVPDUJLQZDVDOVRLQFUHDVHGE\
HOLJLEOHVXEVLGLHVSUBIURP3LOODUVLQFOXGLQJDOVRKLV
WRULFDOSD\PHQWVDQG/)$RIWKH&$37KHDPRXQWVRI
VXEVLGLHVE\ZKLFK WKHJURVVPDUJLQ  ZDV LQFUHDVHG
IRUHDFKIDUPZHUHEDVHGRQLQIRUPDWLRQUHWULHYHGIURPWKH
,$&6GDWDVHW$Q LPSRUWDQWSUHPLVHZDV WKDWDOO VXEVLGLHV
UHPDLQFRQVWDQWGXULQJWKHVLPXODWLRQSURFHVV
7KHJURVVPDUJLQDWWKHDFWLYLW\OHYHOGM
ij
ZDVFDOFX
ODWHGDVWKHGL൵HUHQFHEHWZHHQHVWLPDWHGUHYHQXHVR
ij
DQG
YDULDEOHFRVWVVC
ij
WKDWYDU\DFURVVGL൵HUHQWVWDWHVRIQDWXUH
j 
GM
ij
 R
ij
±VC
ij
6LQFHPRVWVXEVLGLHVDUHGHFRXSOHGLWZDVQRWSRVVLEOHWR
HVWLPDWHUHYHQXHVGLUHFWO\DWWKHOHYHORIDSDUWLFXODUDFWLYLW\
R
ij
LQWKHIDUPSURGXFWLRQSODQEXWDWWKHIDUPOHYHOJURVV
PDUJLQ 7KHVDPHDSSURDFKZDVXVHGIRUDOODFWLYLWLHV
LQ WKHPRGHOPHDQLQJ WKDW WKH62V IRUHDFKDFWLYLW\ZHUH
WDNHQDVWKHEDVHOLQHIRUFDOFXODWLQJUHYHQXHVR
ij

ZKHUHWKHFDOFXODWHGSO
i
IRUHDFKDFWLYLW\i ZDVDGMXVWHG
ZLWKDQLQGH[JHQHUDWHGIURPWKHWULDQJXODUGLVWULEXWLRQ  
IRUHDFKVWDWHRIQDWXUHjLHVSHFL¿FFRPELQDWLRQVDQGSURE
DELOLWLHVRISRVVLEOHRXWFRPHVDWDFWLYLW\OHYHOUHÀHFWLQJWKH
VHOHFWHGVFHQDULR %DVHGRQWKHELQRPLDOGLVWULEXWLRQVVVSVSVSVWKHPRGHOFRQVLGHUVWKUHHGL൵HUHQWVFHQDULRVUHSUHVHQWLQJGL൵HUHQWOHYHOVDQGW\SHVRIULVN7KH¿UVWVFH
QDULRVLQFOXGHVµQRUPDOULVN¶ZKLFKPHDQVWKDWPLQLPXPDQGPD[LPXPYDOXHVDUH LQ WKHUDQJHRI WKHµQRUPDO¶RID
IHZ\HDUV¶DYHUDJH7KHVHFRQGVFHQDULRVLQFOXGHVJUHDWHUSRVVLELOLWLHVIRUH[WUHPHVSRVLWLYHFRUUHODWLRQEHWZHHQULVNV
WKDQ WKH¿UVW VFHQDULRDQG WKH UDQJHRISRVVLEOHRXWFRPHV
PLQLPXPDQGPD[LPXPLVZLGHQHG7KHWKLUGVFHQDULRVDQWLFLSDWHVFDWDVWURSKLF±H[WUHPHHYHQWVZLWKVLJQL¿FDQWO\
KLJKHU IUHTXHQFLHV RI YHU\ EDG DVZHOO DV YHU\ JRRG RXW
FRPHVe
i
LVDVWDWLFFRH൶FLHQWLQFOXGHGLQRUGHUWRDGMXVWWKH
DYHUDJHSO
i
RIHDFKDFWLYLW\ WRHDFKIDUP¶VFKDUDFWHULVWLFV
PDLQO\ZLWKUHJDUGVWRHFRQRP\RIVFDOHVHH=JDMQDU
/HVVHPSKDVLVLVSXWRQWHFKQRORJLFDOFKDQJHRUWHFKQRORJL
FDO SURJUHVV0LQRU FRUUHFWLRQV IRU VRPH WHFKQRORJLHV e
i

ZHUHLQFOXGHGEXWLWZDVRWKHUZLVHDVVXPHGWKDWWHFKQROR
JLHVDUHWKHVDPHIRUDOODQDO\VHGIDUPVHQJDJHGLQDFHUWDLQ
DFWLYLW\
9DULDEOHFRVWVVC
ij
ZHUHVLPXODWHGDWWKHDFWLYLW\OHYHO
XVLQJDVLPLODUDSSURDFK
7KH\ DUH GH¿QHG DV D SHUFHQWDJH VKDUH P RISO
i
 7R
DGMXVWWKHYDULDEOHFRVWVIRUHDFKVWDWHRIQDWXUHj DQGHDFK
VHOHFWHG VFHQDULR ss DQ LQGH[ JHQHUDWHG IURP WKH WULDQ
JXODUGLVWULEXWLRQ ZDVLQFOXGHGGH¿QHGE\PLQLPXP
PD[LPXP DQGPRVW OLNHO\ YDOXHV$OVR IRU YDULDEOH FRVWV
WZRGL൵HUHQWVFHQDULRVssZHUHFRQVLGHUHG7KH\DUHEDVHG
RQWKHELQRPLQDOGLVWULEXWLRQVVVVSVVSVV,QWKLVFDVHWKH¿UVWVFHQDULRLQFOXGHVµQRUPDOULVN¶ZKHUHPLQLPXPDQG
PD[LPXPYDOXHVDUHLQWKHUDQJHRIWKHQRUPDOIHZ\HDUV¶
DYHUDJH7KHVHFRQGVFHQDULRVVDVIRUWKHWKLUGUHYHQXHVVFHQDULRVDQWLFLSDWHVFDWDVWURSKLFHYHQWV
(YDOXDWLRQRISRWHQWLDOLQGHPQLWLHV
$QDO\VLQJ SRWHQWLDO LQFRPH ORVVHV RQH LV LQWHUHVWHG LQ
WKHOLNHOLKRRGRIDKROGLQJ¶VDFWXDOLQFRPHIDOOLQJEHORZD
FHUWDLQWKUHVKROGOHYHO,QWKHFXUUHQWDQDO\VLV WZRDVSHFWV
ZHUHFRQVLGHUHGDLILQFRPHORVVLVJUHDWHURUHTXDOWR
SHU FHQW RI UHIHUHQFH LQFRPH I
T
 LQGHPQL¿FDWLRQ LV WULJ
JHUHGELQVXFKDFDVHORVVHVFRXOGEHLQGHPQL¿HGIRUQR
PRUHWKDQSHUFHQWRIWRWDOLQFRPHORVV
(YHQWKRXJKWKH(&¶VSURSRVDORIDQLQFRPHVWDELOLVDWLRQ
WRRO(&VWDWHVWKDWVXSSRUWPD\EHJUDQWHGRQO\ZKHQ
WKHORVVRILQFRPHH[FHHGVSHUFHQWRIWKHDYHUDJHDQQXDO
LQFRPHRIWKHLQGLYLGXDOIDUPHULQWKHSUHFHGLQJWKUHH\HDU
$QDO\VLVRILQGHPQL¿FDWLRQRILQFRPHULVNDWVHFWRUOHYHO

SHULRGRUDWKUHH\HDUDYHUDJHEDVHGRQWKHSUHFHGLQJ¿YH
\HDUSHULRGH[FOXGLQJWKHKLJKHVWDQGORZHVWHQWU\WKHDYHU
DJHYDOXHGHULYHGIURPDOO LWHUDWLRQVRIWKHVLPXODWLRQZDV
XVHG 1DPHO\ IURP WKH LQFRPHV FDOFXODWHG IRU GL൵HUHQW
VWDWHVRIQDWXUH WKHUHIHUHQFHDYHUDJHH[SHFWHGLQFRPH
EI
f
 ZDV FDOFXODWHG IRU HDFK IDUP7KLV YDOXH VHUYHV DV D
EDVHOLQHIRUFDOFXODWLQJWKHWKUHVKROGOHYHOI
T
IRUWULJJHULQJ
LQGHPQL¿FDWLRQIndemnity
j
 
6RLQGHPQL¿FDWLRQIndemnity
j
 IRUHDFKDQDO\VHGIDUP
LVRQO\WULJJHUHGZKHQWKHREVHUYHGLQFRPHLQDSDUWLFXODU
VWDWHRIQDWXUH IDOOVEHORZWKLVOHYHO,QVXFKDFDVHSHU
FHQWRIWRWDOLQFRPHORVVEI
f
±I
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LQWKDWSDUWLFXODU\HDULV
FRPSHQVDWHG
7KH PDQQHU LQ ZKLFK WKH UHIHUHQFH LQFRPH OHYHO LV
FDOFXODWHG RU HVWLPDWHG LQÀXHQFHV WKH LQGHPQL¿FDWLRQ VLJ
QL¿FDQWO\)LQJHUDQG(O%HQQLDVKRZHGWKDWQRWFRQ
VLGHULQJ LQFRPH WUHQGV ZKHQ VSHFLI\LQJ UHIHUHQFH LQFRPH
OHYHOVLQVXFKDQ,67PD\FDXVHELDVHV
2QHRIWKHUHVXOWVRIWKLVDQDO\VLVLVWKHQXPEHURIFDVHV
LQ ZKLFK IDUPHUV ZRXOG EH HQWLWOHG WR LQGHPQL¿FDWLRQ
+RZHYHULWVKRXOGEHQRWHGWKDWRQO\WKRVHIDUPVWKDWPHHW
FHUWDLQFRQGLWLRQVDUHHQWLWOHGIRUFRPSHQVDWLRQ,QSUDFWLFH
WKLVPHDQVSXUFKDVLQJVXFKDQLQVWUXPHQWRUSD\LQJDSUH
PLXP,QWKHPRGHOWKLVDVVXPSWLRQZDVUHOD[HGDQGRQO\
IDUPVH[FHHGLQJWKHWKUHVKROGOHYHORIDYHUDJHLQFRPHEI
f
 
ZHUHFRQVLGHUHGWRSDUWLFLSDWH
$ VSHFLDO DSSURDFK ZDV GHYHORSHG WR DVVHVV LQFRPH
ORVVHVDQGSRWHQWLDOLQGHPQLWLHV7KHUHIHUHQFHLQFRPHOHYHO
I
T
  VHUYHV DV D EDVHOLQH WR LGHQWLI\ ZKHWKHU DQG E\ KRZ
PXFKD IDUPHU LV LQGHPQL¿HG LQ D VSHFL¿F DYHUDJH\HDU
,QWKH¿UVWVWHSRIDVVHVVLQJWKHSUREDELOLW\RILQFRPHORVV
DQG WKH SRWHQWLDO LQGHPQL¿FDWLRQ FRQFHSW RI WKH ,67 WKH
PRGHOVLPXODWHV LQFRPHORVVHV LQLWHUDWLRQVIRUHDFK
IDUPLQWKHGDWDEDVHLQWRWDO,QWKHQH[WVWHSZKLFK
ORVVHVVKRXOGEHFRQVLGHUHGDUHGH¿QHGZLWKUHVSHFWWRWKH
SUREDELOLW\ RI WKHLU RFFXUUHQFH SHUFHQWLOHV 7KXV ZKHQ
FDOFXODWLQJWKHDYHUDJHORVVDQGFRQVHTXHQWO\WKHDYHUDJH
FRPSHQVDWLRQ RQO\ WKRVH ORVVHV DUH FRQVLGHUHG WKDW RFFXU
ZLWKDFHUWDLQSUREDELOLW\)RUWKHSXUSRVHRIWKLVVWXG\RQO\
WKRVHORVVHVZKRVHSUREDELOLW\RIRFFXUULQJLVJUHDWHUWKDQ
SHUFHQWZHUHFRQVLGHUHG7KLVZDVDQDUELWUDULO\VHWDVVXPS
WLRQ6XFKDQDSSURDFKUHGXFHVWKHH[SHFWHGORVVRILQFRPH
EXW WKHREWDLQHGVROXWLRQLVPRUHVWDEOH1DPHO\ZLWKWKLV
DSSURDFKHYHQWVZLWKDYHU\ORZSUREDELOLW\RIRFFXUUHQFH
DQG ZLWK D ODUJH LPSDFW RQ WKH H[SHFWHG FRPSHQVDWLRQV
DUHRPLWWHG$SRVVLEOHDSSURDFKZRXOGEHDOVRWRFRQGXFW
VHQVLWLYLW\SDUDPHWULFDQDO\VLVDOORZLQJIRUWKHDQDO\VLVRI
GL൵HUHQWVFHQDULRVLQRUGHUWRH[SORUHWKHVSHFWUXPRISRV
VLEOHHYHQWVHJRSWLPLVWLFDYHUDJHDQGSHVVLPLVWLF,QWKLV
VWXG\ WKH WK SHUFHQWLOHZDV XVHG LQGLFDWLQJ DQ DYHUDJH
VLWXDWLRQ
8VLQJ WKH SUHVHQWHG DSSURDFK LQGHPQLWLHV ZHUH HVWL
PDWHG IRU HDFK IDUP LQ WKH JURXS +RZHYHU DV WKH FRUH
 ,QWKLVH[HUFLVHRQO\ORVVHVJUHDWHUWKDQSHUFHQWRIDYHUDJHLQFRPHDUHFRQVLG
HUHG
SXUSRVHRI WKLV VWXG\ZDV WR DQDO\VH WKH FKDUDFWHULVWLFV RI
LQGHPQL¿FDWLRQ DW WKH OHYHO RI JURXSV RI IDUPVZLWK VLPL
ODU SURGXFWLRQ W\SHV RU HFRQRPLF VL]HV WKHVH UHVXOWVZHUH
IXUWKHUDJJUHJDWHGDFFRUGLQJO\7KXVEHVLGHVGHYLDWLRQVIRU
LQGLYLGXDO SDUDPHWHUV DW WKH IDUP OHYHO GL൵HUHQFHVZLWKLQ
WKH DQDO\VHG JURXS RI IDUPV ZHUH DOVR FRQVLGHUHG LQ WKH
DQDO\VLV
6FHQDULRDQDO\VLVIRUIDUPVSDUWLFLSDWLQJLQDQ,67
,QDGGLWLRQWKHGL൵HUHQFHRIWKHDYHUDJHOHYHORILQGHP
QL¿FDWLRQLQGL൵HUHQWVLWXDWLRQVZDVRXWOLQHGIRULOOXVWUDWLYH
SXUSRVHV$VLPSOHUXOHZDVDSSOLHGUHJDUGLQJWKHSDUWLFLSD
WLRQRIDSDUWLFXODUIDUPLQVXFKDVFKHPHDVZHOODVUHJDUG
LQJWKHFRQGLWLRQVXQGHUZKLFKLWZRXOGEHLQGHPQL¿HG7R
VKRZWKHUREXVWQHVVRIWKHDSSOLHGDSSURDFKWZRVFHQDULRV
DUHSUHVHQWHGZLWKGL൵HUHQWDVVXPSWLRQVUHJDUGLQJIDUPSDU
WLFLSDWLRQ$DOOIDUPVDFKLHYLQJDWOHDVWSRVLWLYHDYHUDJH
LQFRPHZRXOG SDUWLFLSDWH DQG % DYHUDJH DQQXDO UHDOLVD
WLRQ RI LQFRPH VKRXOG EH JUHDWHU RU HTXDO WR(85
IRUWKHIDUPWREHHOLJLEOHIRUSDUWLFLSDWLRQ$VVXPSWLRQ$
LV VXSSRUWHG E\ WKH IDFW WKDW IDUPVZLWK QHJDWLYH LQFRPHV
DUHXVXDOO\WUHDWHGGL൵HUHQWO\DVLVVWUHVVHGE\/LHVLYDDUDet 
alDQG)LQJHUDQG(O%HQQLEWKXVWKH\ZHUH
RPLWWHGDOVRIURPWKLVDQDO\VLV7KH(85WKUHVKROG
OHYHOIRUVFHQDULR%ZDVDUELWUDU\DQGUHJDUGLQJWKHFDOFXOD
WLRQVLQWKLVSDSHUWKHVHIDUPVDUHVHULRXVEXVLQHVVKROGLQJV
HPSOR\LQJDWOHDVWRQHIXOOWLPHSHUVRQ
5HVXOWVDQGGLVFXVVLRQ
7KHUHVXOWVUHODWLQJWRLQFRPHORVVHVDQGSDUWLFLSDWLRQLQ
WKHSRWHQWLDOLQFRPHVWDELOLVDWLRQVFKHPHIRUWKH6ORYHQLDQ
DJULFXOWXUDOVHFWRUDUHSUHVHQWHGLQ7DEOH$JJUHJDWHUHVXOWV
IRUDOOSURGXFWLRQW\SHVDUHDOVRVKRZQZLWKIXUWKHUGLYL
VLRQLQWRHFRQRPLFVL]HFODVVHV7DEOH7KHUHVXOWVLQFOXGH
ERWKVFHQDULRV¶WKUHVKROGOHYHOVRIDYHUDJHLQFRPH$DQG%
UHJDUGLQJWKHSDUWLFLSDWLRQRIIDUPVLQVXFKDWRRO
$OPRVWSHUFHQWRIIDUPVDFKLHYHDSRVLWLYHDYHUDJH
LQFRPH7DEOHDQGZRXOGWKHUHIRUHSDUWLFLSDWHLQVXFKD
VFKHPH,QWKDWFRQWH[WLWVKRXOGEHUHFDOOHGWKDWGLUHFWSD\
PHQWVDPDMRUFRPSRQHQWRILQFRPHV6HYHULQLet al.
DUHDVVXPHGWREH¿[HGZKLFKLVDOVRLPSRUWDQWUHDVRQIRU
VXFKDUHVXOW6LQFHGLUHFWSD\PHQWVDUHFRQVLGHUHGDVSDUWRI
IDUPLQFRPHLWLVLPSRUWDQWWRVWUHVVWKH¿QGLQJRI(O%HQQL
et alZKLFKLVWKDWDQDUHDEDVHGGLUHFWSD\PHQWKDV
D8VKDSHG H൵HFW7KLVPHDQV WKDW VXFK SD\PHQWV DW ¿UVW
UHGXFHDQGODWHULQFUHDVHWKHSUREDELOLW\RIDVHYHUHLQFRPH
GURS
8QGHU WKH DVVXPSWLRQ WKDW RQO\ LQFRPH ORVVHV JUHDWHU
WKDQSHUFHQWRIDYHUDJHLQFRPHDUHFRQVLGHUHGDOPRVW
SHUFHQWRIIDUPVZRXOGEHHOLJLEOHIRULQGHPQL¿FDWLRQ7KLV
DQDO\VLVGRHVQRWFRQVLGHUR൵IDUP LQFRPHEXW LW LV LQWHU
HVWLQJ WRQRWH WKDW(O%HQQLet al IRXQG WKDW LQ WKH
FDVHRI6ZLVVIDUPVWKHSUREDELOLW\RILQGHPQL¿FDWLRQWKRVH
ZLWKRXWDQ\R൵IDUPLQFRPHLVSHUFHQWDQGLQFUHDVHVWR
SHUFHQWLIWKHVKDUHRIR൵IDUPLQFRPHLQFUHDVHV
7KH ODUJHVW VKDUH RI IDUPV HOLJLEOH IRU LQGHPQL¿FDWLRQ
FRPHVIURPJURXSVRIIDUPVZLWKSHUPDQHQWFURSVH[FOXG
-DND=JDMQDU

LQJROLYHVDQGJUDQLYRUHV7DEOH7KHWUHQGLVSUDFWLFDOO\
SDUDOOHO WR WKH DYHUDJH IUHTXHQF\RI RFFXUUHQFHRI LQFRPH
ORVV JUHDWHU WKDQ  SHU FHQW ZKLFK LV H[SHFWHG DV RQO\
ORVVHV JUHDWHU WKDQ  SHU FHQW MXVWLI\ WKHLU FRQVLGHUDWLRQ
7KHWUHQGLVVLPLODULQRWKHUSURGXFWLRQW\SHVZLWKVRPHGLV
FUHSDQFLHVLQWKHJURXSVZLWKIRUDJHSURGXFWLRQDQGJUD]LQJ
DQLPDOVZLWKRXWGDLU\
$OPRVW  SHU FHQW RI WKHVH IDUPV DUH FODVVL¿HG LQWR
HFRQRPLFVL]HFODVVORZHURUHTXDOWR(85WKRXVDQGRI
DQQXDO62(&±(&7DEOH7KHVHVPDOOIDUPVUHFHLYH
XQGHUVFHQDULR$SHUFHQWRIHVWLPDWHGWRWDOLQGHPQLW\
+RZHYHUVRPHWKLQJOHVVWKDQ(85PLOOLRQSHUFHQW
RIWRWDOLQGHPQLW\JRHVWRHFRQRPLFVL]HFODVVHVJUHDWHUWKDQ
62JUHDWHUWKHQ(85ZKLFKDUHODUJHUKROGLQJV
7DEOH)DUPVSDUWLFLSDWLQJLQLQFRPHLQVXUDQFHVFKHPHDQGHVWLPDWHGLQGHPQLWLHVIRUGL൵HUHQWVHFWRUVFODVVL¿HGDFFRUGLQJWRGL൵HUHQW
WKUHVKROGOHYHOV$DQG%
3URGXFWLRQW\SH 1RIDUPV
7KUHVKROGWR
SDUWLFLSDWHLQ
WKHVFKHPH
6XPRIWRWDO
LQGHPQLW\
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$QDO\VLVRILQGHPQL¿FDWLRQRILQFRPHULVNDWVHFWRUOHYHO

LQ 6ORYHQLD DQG DFFRXQW IRU OHVV WKDQ  SHU FHQW RI IDUPV
IURPWKHVDPSOH
,Q VFHQDULR$ WKH DQQXDO WRWDO VXPRI DYHUDJH LQGHP
QLWLHV ZRXOG EH RQ DYHUDJH DOPRVW (85  PLOOLRQ 7KH
DYHUDJHLQGHPQLW\SD\PHQWSHUIDUPZRXOGUDQJHEHWZHHQ
(85  DQG  ZLWK VLJQL¿FDQW GL൵HUHQFHV EHWZHHQ
HFRQRPLFVL]HFODVVHVZLWKLQHDFKSURGXFWLRQW\SH7DEOH
$OWKRXJKWKHVHYDOXHVFRXOGEHPXFKKLJKHULQDZRUVWFDVH
VFHQDULRLQJHQHUDOWKHDYHUDJHLQGHPQLW\FDOFXODWHGDWWKH
VHFWRUOHYHOLVUHODWLYHO\ORZ(85DVDFRQVHTXHQFHRI
WKHODUJHQXPEHURIVPDOOIDUPVHQWLWOHGWRORZLQGHPQLWLHV
DVZHOODVWKHYHU\ORZSUREDELOLW\OHVVWKDQWKSHUFHQWLOH
RIVHYHUHLQFRPHORVVHVSHUFHQW(YHQWKRXJKRQO\WKH
VXPRI WRWDO LQGHPQLW\ SHU JURXSRI IDUPV LV SUHVHQWHG LQ
7DEOHEDVHGRQWKHVKDUHRIHQWLWOHGIDUPVIURPWKHJURXS
WKHDYHUDJHLQGHPQLW\IRUHDFKJURXSHFRQRPLFVL]HFODVV
FDQEHLQIHUUHG6LPLODUUHVXOWVZHUHREWDLQHGE\)LQJHUDQG
(O%HQQLEZKRIRXQGWKDWH[SHFWHGLQGHPQLWLHVDUH
UDWKHUORZFRPSDUHGWRWKHDYHUDJHOHYHORILQFRPHVLQ6ZLW
]HUODQGDQGRQO\DVPDOOQXPEHURIIDUPVZRXOGDFWXDOO\EH
LQGHPQL¿HGLQWKHFDVHRIDQ,67(YHQWKRXJKWKH\DSSOLHGD
GL൵HUHQWDSSURDFKWKH¿QGLQJVRI(O%HQQLet alDUH
DOVRLQWHUHVWLQJLQWKLVFRQWH[W7KH\IRXQGWKDWIDUPVL]HKDV
QRH൵HFWRQWKHSUREDELOLW\RILQGHPQL¿FDWLRQZKLOHLWGRHV
KDYHDQRQOLQHDUH൵HFWRQ LWV OHYHO7KHDQDO\VLV UHSRUWHG
KHUHVKRZHGWKDWDODUJHUVKDUHRILQGHPQLWLHVJRHVWRIDUPV
ZLWKLQKLJKHUHFRQRPLFVL]HFODVVHV
:KHQOHVVOLNHO\HYHQWVDUHWDNHQLQWRFRQVLGHUDWLRQLQ
WKHWDLOVRIWKHLQFRPHGLVWULEXWLRQIRUHDFKIDUPIRUH[DP
SOHORZHUYDOXHVRISHUFHQWLOHVWKHDPRXQWVRILQGHPQLWLHV
LQFUHDVH UDSLGO\$Q H[WUHPH H[DPSOH LV GDLU\ ZKHUH WKH
GL൵HUHQFH LQFUHDVHV H[SRQHQWLDOO\ %\ FRQVLGHULQJ HYHQWV
WKDWKDSSHQZLWKDSUREDELOLW\RISHUFHQWRUPRUHXQGHU
DVVXPSWLRQ$WKHWRWDOLQGHPQLW\ZRXOGLQFUHDVHRQO\IRU
GDLU\IDUPVXSWR(85PLOOLRQ
$V UHJDUGV WKH VKDUH RI WRWDO LQGHPQLW\ 7DEOH  WKH
PDMRULW\RILQGHPQLW\SD\PHQWVDOPRVWSHUFHQWZRXOG
JRWRIUXLWSURGXFWLRQ WKHGDLU\VHFWRUDQGKRSSURGXFWLRQ
$ZKLFK UHSUHVHQWSHUFHQWRIHOLJLEOH IDUPV2Q WKH
RWKHUKDQGPL[HGIDUPW\SHV33DQG3UHSUHVHQW
SHUFHQWRIHQWLWOHGIDUPVEXWZRXOGUHFHLYHRQO\SHUFHQW
RI WKH WRWDO DPRXQW+RZHYHU WKLV VKDUH RI HQWLWOHG IDUPV
GURSVVLJQL¿FDQWO\LIWKHWKUHVKROGOHYHOLVLQFUHDVHG%,Q
WKLVFDVHOHVVWKDQSHUFHQWRIIDUPVH[FHHGWKHWKUHVKROG
OHYHODQGLQDQDYHUDJHVLWXDWLRQIHZHUWKDQKROGLQJV
SHUFHQWZRXOGEHHQWLWOHGDQQXDOO\7KHVHIDUPVDUH
IURPWKHVL[WKRUKLJKHUHFRQRPLFVL]HFODVVZKLFKPHDQV
WKDWWKHDQQXDO62LVKLJKHUWKDQWKRXVDQG(85LQSHU
FHQWRIFDVHVDQGKLJKHUWKDQ(85WKRXVDQGLQSHU
FHQW )LIW\IRXU SHU FHQW RI WKHVH IDUPV DUH LQ WKH VHYHQWK
HFRQRPLFVL]HFODVV(&ZLWK62EHWZHHQ(85DQG
WKRXVDQGGDWDDYDLODEOHIURPWKHDXWKRUXSRQUHTXHVW
6HYHQW\SHUFHQWRIIDUPVDFKLHYLQJWKHWKUHVKROGOHYHO
RI LQFRPH(85DUHHQJDJHGLQOLYHVWRFNJUD]LQJ
ZLWKGDLU\UHSUHVHQWLQJPRUHWKDQSHUFHQWRIWKHVHKROG
LQJV+RZHYHUWKH¿JXUHVDUHYHU\GL൵HUHQWZKHQLWFRPHV
WR LQGHPQL¿FDWLRQ2QO\SHUFHQWRI WRWDOSD\PHQWVJR
WRIDUPVIURPWKLVJURXSZKLFKUHSUHVHQWSHUFHQWRIHQWL
WOHGIDUPV,QVFHQDULR%WKHPDMRULW\RILQGHPQLWLHV
ZRXOG JR WR KRS DQG IUXLW SURGXFHUV  SHU FHQW DQG DQ
LPSRUWDQWVKDUHSHUFHQWZRXOGJRWRJUDQLYRUHVSLJV
DQGSRXOWU\ ,QVL[SURGXFWLRQ W\SHVQRIDUPVDUH LQGHP
QL¿HG%7KLVUHSUHVHQWVRYHUDJULFXOWXUDOKROGLQJV
ZKLFKUHFHLYHSHUFHQWRIWRWDOLQGHPQLWLHVXQGHUVFHQDULR
$LQDOOWKHVHFDVHVDYHUDJHLQGHPQLWLHVDUHYHU\ORZ7KH
VXP RI WRWDO DQQXDO LQGHPQLW\ZRXOG GHFUHDVH XQGHU VFH
QDULR% (85PLOOLRQ EXW DYHUDJH LQGHPQLW\ SHU IDUP
ZRXOG LQFUHDVH VLJQL¿FDQWO\ LQ VRPH FDVHV E\ PRUH WKDQ
WKLUW\WLPHVDQG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